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IN THE UNITED STATES DISTRICT COURT

DISTRICT OF UTAH, CENTRAL DIVISION

UNITED STATES OF AMERICA, : Case No.

Plaintiff, '

INDICTMENT
vs. »
PATRICK MERRILL BRODY and _ : VIO: 18 U.S.C. § 371 (Conspiracies);
DAVID EUGENE ROSS 11, 26 U.S.C. § 7203 (Failure to File Tax
’ : Return); 18 U.S.C. § 1956 (a)(2)(A)
Defendants. (Money Laundering); 18 U.S.C. § 1957
: (Money Laundering)
The Grand Jury charges:
PERSONS AND ENTITIES

At all relevant times:
1. Merrill Scott & Associates, Inc., (“Merrill Scott”) was a Utah company that solicited
funds from wealthy customers by promising huge tax savings and portraying itself asa top-flight

financial-services company that had existed since 1969.
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2. Defendant PATRICK MERRILL BRODY was managing director of Merrill Scott,
which he staﬁed from scratch in abbu_t 1993 w1th a man whose middle name was Scott.

3. Defendant DAVID EUGENE ROSS II, an attormey who once worked for the Intemal
Reyenue Service, joined Merrill Scott in about 1998 and thereafter parfnered with Defendant
BRODY in operating Merrill Scott.

| 4. Alex Jones was a name Defendant_BRODY used as his personal nominee.
5. Other nominees that Defeﬁdaﬁts BRODY and ROSS set up and used to conduct
Merrill Scott’s business include, But are not limited tq:
| a. Merrill Scott & Associates; Ltd. (“MSA Ltd”»)b in the Bahamas;
b. Phoenix Overseas Advisors, Ltd. (“POA Ltd”) in the Bah'amas (for
investments); |
c. Gilbralter Permanente Assurance, Ltd. (“GPA Ltd”) licensed in
Dominica (to support a claim of éelling insurance products);
d. Estate Planning Institute, Ltd. (“EPI Ltd”) iﬁ the Bahamas (to support.- a
claim of privileged comrﬁunications); |
e.. Fidelity Funding, Ltd., and Leg'éc_y Capital, LLC, in Belize and Ui:ah,
respectively (as mongage-ﬁmding conduits).
COUNT I
18 U.S.C. § 371
(Conspiracy)

6. From about July 1998 to about April 2002‘, the exact dates being unkﬁown to fhe

G;and Jury, in the District of Utah and elsewhere, |
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PATRICK MERRILL BRODY and
DAVID EUGENE ROSS II,

defendants herein, did unlawfully arid' knowiﬁgly conspire, combine, confederate, vand agree
together and with other individuals both known and unknown to the Grand Jury to defraud the
United 'State;s for the purpose of impeding, impairing, obstructing, and defeating ﬂxe la§vﬁ11
functions of the Internal Revenue Service of the Treasury Department in the ascertainment, '
computation, assessment, and collection of revenue, that is, millfons of dollars in their

customers’ income taxes.

MANNER AND MEANS BY WHICH THE
CONSPIRACY WAS CARRIED OUT

7. The manner and means by,whi.ch the conspirécy sought to 'acc;omplish its objects
~ included, among others, the following:

8. Defendants attracted wealthy custorﬁers by falsely marketing Merrill Scott as a long-
established (since 1969) wealtllfmanagémént firm that had a successful history of legallly cutting
income taxes and generating investment gains through ifs profeSsionél management of financial
transactions.

K R 9. Frdm offices in Utaﬁ and elsewﬁere, defcndants'prepared Master Financial Plans for
each of their customers. These plans outlined complex transactions designed to hide any self
- dealing that would undermine defendants’ tax schemes. According to the plans, a customer’s
funds would cycle through a mgze of nominee bank and brokerage accounts in Nevada, the

Bahamas, and elsewhere to generate illusory insurance, charity, mortgage, and other expenses
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that, if real, the customers could deduct on their individual or business incdme—tax returns. The
web of eﬁtities was designed to hide the customer’s control and use of the funds.

10. Customers were led to believe that most, if nbt all, of the deducted funds would be
kept avai_lable for the customérs’ ﬁse and, indeed, sﬁpplied back to the customers inva form that
appeared non-taxable or at least in a way that would not easily be traced to the customers.

T ypically, éusto_mers could “borrow” back the deducted money through Merrill Scott’s mortgage
pfogfam. These “friendly mortgages™ disguised .the retﬁmed funds as loans and generéted the
appearance of more deductions as the customers chose to send fheir money back to nominées as
; V“interest.” Customers qould also rgtrie@ the deducted funds by using offshore debit,cardé pre-
loaded with deducted fuﬁds and held in the names of fhe customers’ offshbre nominees; whjch‘ '
Weré organized as IBCs or Intcmationa] Bu'siness'Corpo_ratidns. |
OVERT ACTS

11. In fm’therance of the conspiracy, and to. effect the objects thereof, the following overt
acts, among others, were committed n thé DiSfrict of Utah, and elsewhere: |

12. In abput October 1998, Defendant BRODY told a customer that, in the event of an |

Internal Revenue Service audit of the deductions Merrill Scott was selling, the customer couid
| avoid penalties and iﬂt¢rest by qlaiming that he had relied on professioﬁal advisors.
13. Onor ébouf November 4, 1998, Defendant‘ BRODY presentéd a document entitled
“Analysis and Recommendations” to a prospective customer. |
14. Around January 1999, Defendant BRODY helped open a nominee offshore debit

account from which a customer could withdraw funds uSing a so-called Axxess card.
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15. On or about March 24, 1999 Defendants BRODY and ROSS 1nfonned a customer
that Merrill Scott would backdate contracts to support a $15 8 ,000 marketing deduction for the
| | 1998 tax year.

16. On or about J anuary 15, i999, Defendant ROSS had a legal-opinion letter issued
under the name, “Estate Planning Institute,” that purported to support Merrill Scott’s foreign-
Vaﬁable-annuity tax-reduction plan.

17. On or about April 29, 1999, Defendant ROSS sent a letter to an attorney in
| Washlngton D.C. seeklng a tax opinion-letter for Merrill Scott.

'18. Around October 1999, Defendants BRODY and ROSS gave a prospective c_ustomer '
a Questien and Answer sheet that assured the customer that the assets he turned over to Merrill
Scott would be managed in accordance with the customer’s wishes. »' |

19. Onor ebout_,Mareh 22, 2000, Defendants BRODY and ROSS caused $3,008,136.98
~ in customer money to be wired from a Gilbralter Permanente' Assurance bank account in the
- Bahamas te a Merrill Scott bank account in Belize.

20. On or about Juiy 28, 2»000, an attorney working for Merrill Scott 1ssued an opinion
letter to Merrill'Scott’s president of Gilbralter Pennanente Assurance, Lfd., regarding “Loss of
Income Insurance Policy Pfemium Dednetibility,” which letter appeared tov come ﬁ'orn an

- attorney independent of the Merrill Scott organization.

21. Onor about July 31, 2000, at a meeting‘wifh Men'ill Scott employees, Defendant

ROSS notedvthe impqrtance of leaving no trnil for the Internal Revenue Service to use in proying

a customer has control of annuity funds that Gilbralter Pennanente maintained.

-5- 3361780.1



30. On or about December 27, 2001, Dgfendant ROSS wired $5,772.16 from his bank
aécount in Salt Lake City, Utah, to a bank in Washington, D.C., to pay a customer’s legal
expenses. |

31. On or about April 5, 2002, Defendant ROSS signed a liquidation »i'equest foi‘ the
Grand Slam Park LLC brokerage account.

32. At various times throughout this 6onspiracy, ‘Defendants BRODY and ROSS
solicited customers with brochures and other mateﬂalé that fabricated stories of cusfomérs '
obtairﬁng tax éavings from Merrill Scott’s pro grams.

33. At varidus times throughout this conspi;acy, Defendants BRODY and ROSS uvsed‘
cusfom’er funds to pay for Merrill Scott’s payroll and .other overhead expénses. |

34. At various times throughout this conspiracy, Defendants BRODY and ROSS uged‘
customer funds to buy and furnish a home in Park City, Utah. o o

35. At an unknown date during the conspiracy, at a Planning Team presentation, :
Defendant BRODY told those present about the loss-Of-incdme insurénce, “We tell all of our
customers to--pretty much off the record, don’t -ﬁle. a claim, you’te wasting your time.”

36. ‘At various times throughout this éohspiracy, Defendants BRODY and ROSS told -
customers to r’étum their ﬁnanéial plans to Merrill Scott or de_stroy them éo that they would ﬁave

v nothing to turn over in the event of an audit or other inqﬁiry.

All_ in violation of Title 18, United States Code, Section 371.
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COUNT I
18 U.S.C. § 371
(Conspiracy)
37. Beginning around January of 1999 and continuing to at least April 2002, the exact ‘
dates being unknown to the Grand Jury, in the District of Utah and elsewhere,

PATRICK MERRILL BRODY and
DAVID EUGENE ROSS II,

defendants herein, did unlawfully and knowingly conspire, combine, oonfedérate and agrée

- together and with other individuals both known and unknown to the Grand Jury to wﬂlfully
evade the individual income taxes of Defendant BRODY for tax years 1999, 2000, and 2001 in
violation of Title 26, United States Code, Section 7201 and to file fa]se income-tax returns for
Defendant BRODY for tax years 1999 and 2000 in violation of Title 26, United States Cod‘e?
Section 7206(1). |

" MANNER AND MEANS BY WHICH THE
CONSPIRACY WAS CARRIED OUT

38. The manner and means by wh1ch the consplracy sought to accomplish its objects

included, among others, the following:

39. With Defendant ROSS’s assistance, Defendant BRODY enriched himself by
‘upwards of $7 S,QOO' a month from Merrill Scott accounts that confa:inéd customer funds and fees. -
‘ Through nominees of his own (including Alex J. ones, Ltd., and Management and Marketing

Services, LLP), Defendant BRODY obscured his true income by paying h1s personal expenses
tﬁrough those entities and by idontifying mam" of the funds that he took from the Merrill Scott

organization as loans to himself or one of his entities.
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40. Defendant ROSS assisted Defendant BRODY in preparing and filing false
individual income-tax returns for 1999 and 2000 that substantially understated Defendant
BRODY’s. gross income and tax liability.

OVERT ACTS

41. In ﬁmheranée of the conspiracy, and to effect ﬁe objects the?eof, the following overt
acts, among others, were committed in the District of Utah, and elsewhefe:

42. On or about March 31, 2000, Defendants BRODY and ROSS signed a Corporate
Resolution to Borrow $520 000 as Alex Jones & Associates, Inc., to fiund the purchase of a home
for Defendant BRODY.

43. In about June 2001, Defendants BRODY and ROSS met with a return preparer to
discuss Defendant BRODY’s iﬁcome-tax -obligaﬁéns. | :

44. On or aboutjuly 8, 2001, Defendants BRODY énd'ROSS :prepared and caused to bé
~ filed with the Internal Revenue _‘Servic":e false 1999- and 2000;year individual income tax returns
for Defendant BRODY. |

45. At various times throughout the period of this coﬁspiracy, Defendants BRODY and
ROSS used customer fuhds to pay Defendant BRODY’s peréonal expenses. |

COUNT 111
26 U.S.C. § 7203

(Failure to File Tax Return)

46. During the calendar year 2001,

PATRICK MERRILL BRODY,
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Defendant herein and then a resident of Salt Lake City, Utah, received sufficient gross income
that the law required him to file with the Internal Revenue Service a federal individual income

tax return on or before August 15, 2002, but Defendant BRODY willfully failed to file his return
in the District of Utah or elsewhere on or before that date.
All in violation of 26 U.S.C. § 7203.
" COUNTS IV - VI
18 U.S.C. §§ 2, 1956 (a)(2)(A)
(Money Laundering)

47. On or about the dates indicated below, in the District of Utah and elséwhere,

PATRICK MERRILL BRODY and
DAVID EUGENE ROSS 11,

defendants herein, did transmit and attempt to transmit funds (in the amounts listed below) from
a place in the United States, that is, Salt Lake City, Utah,_ to a place outside the United States,
that is, Belize, with the intent fo pfomote the carrying on of specified unlawful activity, that is,

~ mail, wire, and securities fraud:

| COUNT DATE AMOUNT  TRANSFER -

IV | October 15,2001 $30,000 wired from a Merrill Scott account at Wells
- | Fargo in Salt Lake City, Utah, to an MSA Ltd
account at Provident Bank & Trust of Belize

"% Novémber 15,2001 | $33,050 wired from a GPA Ltd account at Washington
' ' ' Mutual in Salt Lake City, Utah, to an MSA Ltd
account at Provident Bank & Trust of Belize -

VI. December 10, 2001 | $13,000 wired from a Merrill Scott account at Wells
o : Fargo in Salt Lake City, Utah, to an MSA Ltd.
account at Provident Bank & Trust of Belize

All in violation of Title 18, United States Code, Sections 1956(a)(2)(A) and 2.
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COUNT VII
18 U.S.C. §§ 2, 1957
(Money Laundering)
48. On or about December 14, 2001, in the District of Utah,

PATRICK MERRILL BRODY and
DAVID EUGENE ROSS II,

defendanfs herein and residents 6f Salt Laké City aﬁd Park City, Utaix; did knéwingly engage_ and
~ - attempt to engage in mone_:té.ry transactiqns by, through, and to a financial institution, affecting -
interstate and foreign coin'merce,' in criminally derived propérty ofé valué greater than $1 0,000,
that is, the transfer éf funds, in the amount of $40,000. from a bl_'okeragé account at TD Evergreen
in Canada to a bank account at Provident Bank & i‘mst of Belize, 'sucﬁ property having be¢n
derived from speéiﬁed unléwfui activity, that is, mail, wire, and securities fraud.
All in violation of Title 18, United States Code, Sections 1957 and 2.
ATRUEBILL:
e Kﬂ% /o

Foreferson of the Grand Jury

BRETT L. TOLMAN
- United States Attorney

@"’MDDMAV\

~ BRIAND. BAILEY
- Special Assistant Umted States Attorney
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